The topics of supply chain risk and global sourcing have garnered significant attention in recent years. Although there is ample circumstantial evidence of global sourcing risk, especially from the western-firm perspective of sourcing from China, few published studies have investigated the root causes of this risk. In this paper we argue that much of the risk associated with sourcing from China stems from the differences associated with institutional norms and philosophical orientation between western and Chinese thought and culture. Based on an in-depth literature review and case analysis, we compare western forms of supply chain relationship management with Guanxi, the Chinese form of relationship management and propose a framework of how western firms are exposed to supply relational risk when sourcing from Chinese suppliers. The framework proposed in this paper sheds light for supply chain managers with regard to the potential pitfalls facing firms when working with Chinese suppliers, and provides the groundwork for future research regarding supply chain practices and Guanxi networks.
INTRODUCTION
With the rapid development of supply chain management, business risk management has increasingly shifted from the organizational level to the supply chain level (Harland et al., 2003) . The study and practice of supply chain risk management (SCRM) has been garnering greater attention in academe, as well as the board room of major corporations (Cavinato, 2004; Manuj and Mentzer, 2008b; Rao and Goldsby, 2009; Christopher et al., 2011) . Among these studies, Juttner, Peck and Christopher (2003) propose a comprehensive process of SCRM consisting of four constructs: (1) assessing risk sources for the supply chain; (2) defining adverse risk consequences; (3) identifying risk drivers in the supply chain strategy; and (4) mitigating risk for the supply chain. In this process, the first and most important step is to assess the risk sources, without which a firm simply cannot mitigate risks (Manuj and Mentzer, 2008a) . While the literature on managing risk continues to develop, research associated with risk identification is still in an early stage (Zsidisin et al., 2004; Rao and Goldsby, 2009) . In this forward-looking paper, we focus on the emerging field of global sourcing risk and in particular the supply relational risk that may exist when western firms (specifically European and North American firms) source from China, one of the fastestgrowing production centers in the world (Salmi, 2006; Nassimbeni and Sartor, 2007; Biggemann and Fam, 2011; Kang et al., 2012) . Despite the slowdown in manufacturing activity in China in recent years, sourcing activity in China will remain substantial and important for years to come--not just for export back to Western economies but also to support sales of Chinese subsidiaries of Western multinational corporations to the Chinese market (Fang et al., 2010; KPMG, 2012) .
As sourcing from low cost countries (LCCs) expands (Fredriksson and Jonsson, 2009; Ruamsook et al., 2009) , there is a growing concern of supply risk. Numerous factors can contribute to the failure of a supply relationship, such as product quality or supplier reliability. However, when western firms source from China and attempt to build partnerships with Chinese suppliers, it is highly likely that they will encounter relational difficulties rooted in institutional, philosophical, and cultural differences (Jia and Rutherford, 2010) . They define Supply Chain Relational Risk (SCRR) as "The risk to the supply chain of either party in a buyer-supplier relationship not fully committing to joint efforts due to either problems associated with cooperation or problems associated with opportunistic behavior" (Jia and Rutherford, 2010, p. 253) .
Max Weber (1951) argues that although there are certain elements which could be regarded as preconditions for the development of rational capitalism in China, the legal and societal foundations for capitalist enterprise are absent in the Chinese economy: "Not only formal jurisprudence fail[ed] to develop, but a systematic substantive and thorough rationalization of law was never attempted" (Weber, 1951: p. 150 ). Weber's work explains one of the fundamental reasons behind the differences between Chinese and western cultural and economic systems. This dimension is also echoed by the two mechanisms regulating collective action proposed by Hui and Lin (1996) , who claim that Chinese culture regulates collective action using relational mechanisms such as "face" and "familial sanction," while American culture relies more on formal agreements. These relational mechanisms are part of a social system known as Guanxi, which bonds exchange partners through reciprocal exchange of favors and mutual obligations (Luo, 1997) .
The Guanxi network or extended family network is a major institution in Chinaprobably the major informal institution in the Chinese-speaking world as a whole (Parnell, 2005) . Xin and Pearce (1996) claim that Guanxi is a substitute for formal institutional support. Redding (1990) also argues that networks in China are useful in "the regulation of transactions in the absence of state institutions for that purpose (p. 56)." Family rules are pervasive and other rules are weak in comparison because family rules have been developed into and substituted for societal rules in China (Ge, 2006) .
Guanxi is a fully developed body of literature in organisational theory research (Hwang, 1987; Luo, 2000; Wong and Tam, 2000; Chen and Chen, 2004) . In a supply chain context, it can be considered a Chinese form of relationship management as compared with western forms of relationship building such as networking (e.g., Cheng et al., 2012) . For example, Barnes et al. (2011) found that ganqing, renqing and xinren (affection, favor and personal trust-three components of Guanxi) are crucial for fostering the development of such Sino-Anglo Business-to-Business relationships. Supply chain researchers have realized the importance of national culture in the buyer-supplier relationship (Metters et al., 2010) . Zhao et al. (2006) call for research on the Guanxi's effects on buyer-supplier relationships in China. Zhao et al. (2008) propose more cross-cultural investigation of the moderating effects of culture on the impacts of power on relationship commitment and supply chain integration.
However, to date, the studies on the effects of Guanxi on the buyer-supplier relationship are in the initial stages, simply highlighting its importance (Millington et al., 2006; Salmi, 2006; Nassimbeni and Sartor, 2007; Giannakis et al., 2012) or reporting positive effects on performance (Lee and Humphrey, 2007; Cai et al., 2010; Cheng et al., 2012) . Building on Jia and Rutherford (2010), Kam et al. (2012) stress that the role of Guanxi in terms of risk management deserves further exploration. However, to the best of our knowledge, there is little empirical research devoted to this. This paper opens a new avenue of research by identifying risk sources associated with Guanxi as an example of supply risk caused by cultural differences associated with western firms sourcing from China.
CASE METHOD

Context and sample
A case study of Bombardier's (BA) procurement in China will be presented in order to inductively generate the supply relational risks caused by the differences between Chinese and western cultures (Eisenhardt, 1989; Miles and Huberman, 1994; Ellram, 1996) . The case was chosen because it exemplifies an under-explored area of research and posed a daunting task for managers. In addition, the case highlights a major transfer of production from the west to China in a fairly short period of time, requiring the involvement of Shenyang Aerospace Corporation (SAC), the Chinese supplier, at the start of a new product development project. Both facts complicated the task, putting additional strain on the relationship between the two firms. The process suggested itself as an extreme case of shifting the development and production of strategic components-as opposed to the dominant practice of sourcing low value added items from China (see Yin, 2009) . Finally, an all-western team of expatriates was stationed at SAC, the Chinese supplier. This made the task of understanding and adapting to the Chinese culture more difficult. This case, with its unique set of circumstances, provides an opportunity to witness cultural clashes and hence, offers an extreme illustration of western companies sourcing from China (See Voss et al., 2002) . It reveals the supply relational risk sources rooted in cultural differences between China and the West. SAC is a subsidiary of the large, state-owned Aviation Industry Corporation of China (AVIC). It designs and manufactures aviation products and provides aircraft maintenance services. Its mission is to be a world leading supplier in commercial aviation products. Since 1985, SAC has expanded into the overseas aviation market, cooperating with other firms in the industry such as Boeing and Airbus. It has become a strategic supplier to these major players as well as BA.
Data collection
The data were collected through 16 semi-structured interviews, each lasting from 45 minutes to 1.5 hours, 12 at BA and 4 at SAC (see Table 1 ). All interviews were recorded, transcribed and coded using NVivo 11 software. During the interviews, we asked the interviewees to assess if the particular element of Guanxi caused tension or risk to the BA-SAC buyersupplier relationship and to provide real life examples illustrating the differences between Guanxi elements and western forms of relationship management identified from the literature. Extensive archival data (e.g., news coverage and company websites) were used to triangulate and complement the interview data. The unit of analysis is the relationship evolution and interactions between both parties.
Data analysis
In the first round of analysis we coded the transcripts identifying potential risk sources caused by the differences between elements of Guanxi and western forms of relationship management based on examples provided by the interviewees. In the second round of data analysis, we attempted to identify and examine the two higher level constructs of institutional norms and philosophical orientation.
---Insert Table 1 About Here---
GUANXI RELATED SUPPLY RELATIONAL RISK
Both BA and SAC's parent companies signed a memorandum of understanding (MOU) in 2008 to formalize the strategic relationship and subsequently made significant financial investments (BA US$100M; SAC US$400M) several days after the formal announcement of BA's C-Series development project. BA was the first Original Equipment Manufacturer (OEM) to grant design authority on major supplied parts to China's aviation industry, and SAC is now a major risk-sharing supplier on the new BA C-Series aircrafts (Anonymous, 2012) .
However, in 2011, BA contacted suppliers such as Aernnova about stepping in temporarily to build some components in reaction to unexpected problems in airframe manufacturing in China. Aernnova delivered the first center wing box to Bombardier in January 2012 (Flottau, 2012) . According to an aerospace executive, the problem was in Bombardier's supply chain management in China. Specifically, SAC was unable to handle the manufacturer's design tools, which were already challenging using western data systems, even without a language barrier. According to the most recent news, BA is delaying delivery of its new C-Series plane until the second half of 2015, a costly setback that raises the risk that Airbus's competing jet will arrive in airline hangars first (Keenan and Marotte, 2014) .
Bombardier subsequently took steps to reduce the risk that a Chinese supplier would delay the first test flight of the C-Series (Flottau, 2012) .
Guanxi can be a source of supply relational risk because there are several distinct differences in its approach as compared with western forms of supply relationship management. Further, Guanxi prevails because this is the relationship marketing approach used by Chinese suppliers, rather than adapting to western relationship norms (Gummesson, 2002) . From a thorough literature review and analysis of the case we identify and propose that differences in institutional norms and philosophical perspectives are two higher-order constructs or themes that form the basis for supply risk caused by cultural differences, and that each of these two constructs consist of various risk sources for western firms sourcing in China. Each of these are discussed below and summarized in Table 2 . Table 3 provides representative quotes for each risk source identified. All of the supply relational risk sources resulted in significant schedule delays. Table 2 About Here------Insert Table 3 About Here---
---Insert
Institutional norms
Scott (2001) Orthogonal to the three pillars, Scott (2001) proposes four types of carriers: symbolic systems, relational systems, routines and artifacts and the six levels of analysis: world system, society, organizational field (Industry), organizational population, organization and organizational subsystem. These carriers and levels of analysis imply that there are different sources of institution: world, society, industry and organization. Western rules and regulations have been applied at the societal level and even international levels. Relating to the network governance perspective, these institutions regulate firms by applying network governance mechanisms.
Based on the BA case data and prior literature, we propose that there are three risk sources associated with institutional norms. They include risk associated with 1) hierarchical structure, 2) network governance, and 3) relationship building process.
Risk associated with hierarchical structure
The BA interface team used the western approach of interacting with the supplier to solve issues and problems at SAC. For example, western managers and engineers tend to solve problems interacting with their equivalent at the Chinese supplier. This was seen by Chinese managers as disrespectful because bypassing senior management is perceived as a lack of respect. The Chinese way is to obtain permission from top management and then decisions cascade down through the hierarchy of management. Many delays occurred before the interface team members realized this problem.
Risk associated with network governance
BA paid a great deal of attention to quality and its interface team consisted of more people from the quality department than any other functional department. However they were frustrated by the slow improvement at SAC in attaining BA's quality standards. The process was hindered by SAC's bureaucratic organizational culture commonly found in Chinese state-owned enterprises, in which SAC employees pay attention to Guanxi more than they follow BA's rules and procedures. The Quality Manager of BA's interface team stated that they pushed SAC to follow the rules and procedures instead of actively self-improving.
Further, the interface team leader lost his temper several times during the formal and informal meetings with SAC personnel. From a Guanxi perspective of business relationships, this approach makes SAC lose face. The absence of reciprocity of renqing (or favor) was also a problem 1 . As a result, BA was not able to secure key SAC individuals' trust (xinren) in the business relationship.
The interplay between face, renqing/favor and xinren/trust forms the essence of Guanxi network governance (Hwang, 1987) . Guanxi dynamics emphasize the enjoyment of prestige without the loss of face and the saving of others' face. Renqing may contain not only such substantive materials as money, goods or services but prioritizes reciprocity more than many other cultures (Hwang, 1987) . In essence, reciprocity of favor is an implicit obligation within the Guanxi network. If one fulfils the implicit obligations, it is said that she or he owns xinren or personal trust from others within the Guanxi network. When one disregards this reciprocal obligation, he/she loses face and xinren, hurts related parties' (i.e., friends and families) feelings, and eventually jeopardizes the Guanxi network (Park and Luo, 2001 ).
Chinese buyers and suppliers emphasize trust at a personal level rather than at an organizational level to generate partnerships. On the contrary, in the West, organizational trust is more credible than personal trust (Leung et al., 2005) . In a similar vein, Parnell (2005) points out that exchange partners in Guanxi have affective and personal involvement in the relationship, resulting in effective commitment. This is also echoed by other researchers (Liang, 1949; Yang, 1992; Yang, 1994) . In contrast, relational exchange partners in the West tend to have economic and impersonal involvement which leads to calculative commitment (Luo, 1997) .
Risk associated with the relationship-building process
The BA interface team's intention was to build the relationship with SAC at an organizational level following western customs and did not realize that Guanxi relationship building is flexible. However, without understanding and adapting to the flexible nature of the Guanxi relationship-building process, BA had significant difficulties securing trust in their relationship with SAC.
Models that describe relationship building in a western context are similar in that they define the sequential stages of an evolutionary process from awareness through commitment/dissolution (Dwyer et al., 1987; Graen and Wakabayashi, 1994; Wilson, 1995; Iyer, 2002 , Graen, 2003 . Easton (1992) argues that progression through the stages of the relationship-building process, as first described by Dwyer et al. (1987) , is based on the interplay of competition and cooperation (i.e., coopetition). Networking in the West is frequently associated with commercial corporate-to-corporate relations and is essentially formal (Luo, 2000) . By contrast, Wong and Tam (2000) offer a Guanxi-building model that consists of three optional routing strategies through four psychological states, rather than sequential stages. For example, some western firms recruit the relatives of powerful Chinese government officials, who could help them obtain inside information of government contracts, and therefore are better positioned to win such contracts. We might argue that this model reflects the fact that Guanxi is essentially personal and informal (Luo, 1997; Parnell, 2005) and the process of Guanxi building is featured by the interplay of face and renqing.
Philosophical orientation
Philosophy in this context refers to "Cultural Philosophy," which is a branch of philosophy that comes from a region's culture. The consensus is that the West originated in ancient Greece and Rome. The concept of western culture is generally linked to the classical definition of the "Western World," which is the set of literary, scientific, political, artistic and philosophical principles which set it apart from other civilizations (Duran, 1995) .
Confucianism, on the other hand, is the foundation of Chinese cultural values or put another way, Chinese culture is rooted in Confucian philosophy (Chen, 1911; Yau, 1994; Ge, 2006) .
Based on the BA case and prior research, we propose that there are three sources of supply relational risk associated with the philosophical differences between western culture and Guanxi. They include risk associated with 1) family orientation, 2) the Yin-yang principle and harmony, and 3) time orientation. One of Hofstede's (1991) five dimensions of national culture is Collectivism vs.
Risk associated with family orientation
Individualism, which measures the degree of individualism in society. Individualism pertains to societies in which the ties between individuals are loose: everyone is expected to look after himself or herself and his or her immediate family. Its opposite, Collectivism, pertains to societies in which people from birth onward are integrated into a strong, cohesive group, which protects a person for life in exchange for unquestioning loyalty.
Collectivist societies, such as China, place group goals and collective action ahead of self-interest, thus gaining satisfaction and feelings of accomplishment from group outcomes.
Meanwhile western cultures are individualistic and place self-interest ahead of group goals (Hofstede, 1991; Earley, 1989; 1993; Triandis, 1989) . In Chinese society, it is specifically the interests of the family that are put before individual interests (Liang, 1949; Lin, 2001 ). Family orientation is considered a form of in-group society rather than universal collectivism, and is known as 'familistic collectivism' (Yang, 1992) .
Risk associated with the Yin-yang principle and harmony
The "Yes means no" syndrome is one application of the Yin-yang principle. When the interface team leader lost his temper and pushed, SAC management tended not to push them back, but pulled by saying "yes," essentially agreeing. However this does not mean they accepted BA's view and instead they continued doing what they previously did. This caused further frustration from the interface team. Strutton and Pelton (1997) explore the dynamics of relational conflict and attempt to link war strategies with the Yin-yang principle. The interpretation of the Yin-yang principle is that when relationships conflict, only two movements are available to either partner, to push or pull. The Chinese would take a strategy called yielding, whereby when the other party tries to attack or "push," the Chinese would instead defend or "pull" and try not to confront the other party, and vice versa. This is called a complementary response. Western managers are often warned that the Chinese are heavily influenced by the military thoughts in Sun Tzu's "The Art of War." The essence of successful warfare is deception, and one of the key weapons of deception is the yielding strategy. These war strategies have been widely applied in business in Asian countries including China, Japan and Korea (Ambler, 1994 (Strutton and Pelton, 1997) . Achieving balance and harmony is essential for defense.
Too much Yang makes one too aggressive and too much Yin results in failure to accomplish goals.
In contrast, it has been argued that many westerners adopt a dualistic thinking in "black and white," which means they normally consider that things must be one way or the other (Strutton and Pelton, 1997) . In the West, Plato first proposes the dualistic concepts:
heaven and earth, body and soul. Hammell (2006) claims that dualistic thinking is specific to western philosophy and tends to categorize anything into "either/or," which contrasts with the Yin-yang principle and harmony. Without appreciating and adapting to the dynamic transition between Yin and Yang (i.e., war strategies), westerners may feel deceived, which leads to distrust.
Risk source associated with time orientation
The interface team of BA intended to achieve objectives (e.g., transfer of production to SAC) in a comparatively short period of time and do everything efficiently whereas SAC, taking a long-term perspective, intended to build the relationship first before committing to work with BA. This misalignment caused tension between the two parties. Hofstede (1991) provides the fifth dimension of national culture which is long-term orientation. China scores high in the long-term orientation dimension whereas western countries often score low. This dimension refers to working in a positive, dynamic and futureoriented culture linked with such Confucian values as persistence and thrift. Short-term orientation represents a negative, static, traditional and past-orientated culture. Styles and Amber (2003) argue that the building of Guanxi is associated with longer-term considerations. These relationships take time to develop, but once formed, are difficult to break and the obligations one has are difficult to avoid.
CONCLUSIONS AND FUTURE RESEARCH DIRECTIONS
There has been a surge of research on the topic of supply chain risk and many of its subtopics during the past fifteen years. Although many sources of supply chain risk have been proposed (e.g., Manuj and Mentzer, 2008a; Zsidisin, 2003) propose that western firms sourcing in China are exposed to the six supply relational risk sources that originate from cultural differences associated with institutional norms and philosophical orientation. This is by no means a comprehensive list. Rather, our aim is to provide an initial platform to understand supply relational risk when managing global supply chains. Cultural differences/distance between China and the West are simply identified as barriers to buyer-supplier relationships, but no one has explicitly spelled out what exactly they are. We hope that this research will ultimately increase western managers' awareness of
Guanxi-related problems when sourcing in China, and provide a foundation for understanding the cultural differences between China and the West. In managing relationships with Chinese suppliers it is vital that western companies at the very least understand the concept of Guanxi.
Further, we realize that there are other factors contributing to the transfer in the BA case. For example, BA is not SAC's only customer. It is understandable that SAC needed to invest significant resources to projects with their other customers. However based on the analysis, cultural differences contributed directly to the delay of the first test flight of the CSeries and this is one of the key reasons why BA finally decided to pull some production from SAC.
The theoretical constructs proposed in this paper are based on a single extreme case and the integration of various literature streams. Therefore, at this current stage of research, there is a lack of theory testing. Future research could empirically examine western purchasing manager perceptions of these supply relational risk sources with in-depth case studies and surveys. Such research can contrast the various management relationship styles employed by firms that have successful business relationships with Chinese suppliers with those western organizations that have encountered significant problems when sourcing in China.
Second, the paper focuses on the identification of risk sources based on prior theoretical frameworks, but did not discuss mitigating strategies that can be employed to 
